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Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd
Fredericksburg, Indiana 47120

INDEPENﬁENT AUDITOR'S REPORT

‘Board of Commissioners

'Housing Authority of the City of Richmond
58 South Fifteenth Street

Richmond, IN 47374

I have audited the accompanying financial statements of the Housing Authority of the City of
Richmond ("the Authority™) as of and for the year ended June 30, 2010 as listed in the table of
contents. These financial statements are the responsibility of the Authority's management. My
responsibility is to express an opinion on thess financial statements pased on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
‘States of Bmerica and the standards applicable to financial audits contained in Government
rAuditing Standards, issued by the Comptroller General of the United States. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
‘management, as well as evaluating the overall financial statement presentation. I believe that
my audit provides a reasonable basis for my opinion.

'In my opinion, the financial statements referred to above present falrly, in all material
respects, the financial position of the Housing Authority of the City of Richmond as of June 30,
2010, and the changes in financial position and cash flows thereof for the year then ended in
“conformity- with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, I have also issued my report dated January 21,
2011 on.my consideration of the Housing Authority of the City of Richmond’s internal control over
| financial reporting and onr my tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements and ¢ther matters. The purpose of that report is to
describe the scope of my testing of internal contrel over financial reporting and compliance and
the results of that testing, and not to provide an opinicn on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards, and should be considered in assessing the results of my
audit.

: The Management's Discussion and Analysis on pages i through vii, is not a required part of the
basic financial statements but 1is supplementary information required by accounting principles
generally accepted in the United States of America. I have applied certain limited procedures,
. which consisted principally of inquiries of management regarding the methods of measurement and
.presentation of the required supplementary information. However, T did not audit the information
and express no opinion on it.

My audit was conducted for the purpose of forming an opinion on the financial statements of the
Housing Authority of the City of Richmond. The accompanying Schedule of Expenditures of Federal
Awards required by the U. 8. Office of Management and Budget Circular A-133, Audits of States,
~Local Governments and Non-Profit Organizations and the other supplemental information as listed
“in the table of contents are presented for purposes of additional analysis and are not a required
part of the financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in my opinion, is fairly stated, in
all material respects, in relation te the basic finangia} statements taken as a whole,

s

tified Public A

Fredericksburg, Indiana
January 21, 2011



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, indiana

MANAGEMENT DISCUSSION & ANALYSIS
JUNE 30, 2010

The Richmond Housing Authority’s management discussion and analysis of the RHA
financial statements including a narrative overview and discussion of the financial
activities of the RHA for years and periods ending June 30, 2010 vs. June 30, 2009.

The MD&A is specifically designed to: 1.) assist the reader in focusing on significant
financial issues; 2.) provide a broad scope overview of the RHA’s financial activities:
3.) identify and explain changes in the RHA's financial position from 2009 to 2010;
and 4.) highlight any individuat funding source issues or concerns.

Since the MDG&A is designed to present basic financial in a narrative, executive
summary format, the reader is encouraged to consider the information presented
here in conjunction with the RHA's audited financial statements.

Questions concerning any of the information provided in this report or request for
additional information should be addressed to Mr. Derek White, Executive Director,
Richmond Housing Authority, 58 S 15! St., Richmond, IN 47374

This MD&A is intended to serve as an introduction to the Housing Authority’s basic
financial statements. The Housing Authority is a special-purpose government
engaged in business-type activities. Accordingly, only fund financial statements are
presented as the basic financial statements, comprised of two components: (a) fund
financial statements and (b) a series of notes to the financial statements. These
provide information about the activities of the Housing Authority as a whole and
present a longer-term view of the Housing Authority's finances. This report also
contains other supplemental information in addition to the basic financial statements
themselves demonstrating how projects funded by HUD have been compieted.

Reporting On The Housing Authority As A Whole

One of the most important questions asked about the Authority’s finances are, “Is the
Housing Authority as a whole better off, or worse off, as a result of the achievements
of fiscal year 2010.” The Statement of Net Assets and the Statement of Revenues,
Expenses, and Changes in Net Assets report information about the Housing Authority
as.a whole and about its activities in a way that helps answer this question. These
statements include all assets and liabilities using the accrual basis of accounting,
which is similar to the accounting used by most private-sector companies. All of the
current year's revenues and expenses are taken into account regardless of when
cash is received or paid.

Financial Highlights

» RHA’s total assets decreased by $42,174 from 2009 to 2010. The reduction
in total assets was due to the large change in net capital assets which was
pariaily off-set by increases in cash and cash equivalents and other current
assets by $157,036.



HOUSING AUTHORITY OF THE CITY OF RICHMOND ‘-
Richmon_d, Indiana

MANAGEMENT DISCUSSION & ANALYSIS
JUNE 30, 2010
(Continued)

« Total liabilities increased by only $11,517 which was created by minimal -
increases in both accounts payable and other liabilities.

o Total net assets decreased by $53,694 due to a reduction in net investment

in capital assets Wthh was partially off-set by an increase in unrestricted
assets.

»  Agency revenues grew by $288,296 because of a combination of increases
all line items except for the category of other income. '

« The overall collective effect on bperating expenses from 2009 to 2010 was

only a $334,864 increase due pnmanly to a sizable increase in the HAP cost
of $287,714.

e  Total capital assets were diminished by $199,213 from 2009 to 2010 with the -
major contributor being accumulated depreciation, which was greatly
impacted by a sizeable increase in construction in progress of $402,583.

. -Thé Agency realized a net operating loss of only $46,568. because of a
sizeable increase in RHA revenues

Fund Financial Statements

‘All-of the funds of the Housing Authority are reported as proprietary funds. A fund is

a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The Housing Authority, like
other enterprises operated by state and local governments, uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements.

The Housing Authority’s financial statements report its net assets and changes in
them. One can think of the Housing Authority’s net assets - the difference between
assets and liabilities - as one way to measure the Authority’s financial health, or
- financial position. Over time, increases and decreases in the Authority’s net assets
are one indicator of whether its financial health is improving or deteriorating. One will
need to consider other non-financial factors, however, such as the changes in the

Authority’s occupancy levels or its legal obligations to HUD, to assess the overall
health of the Housing Authority.

Using This Annual Report

The Housing Authority’s ahnual report consists of financial statements that show
combined information about the Housing Authority’s most significant funds, the Low

. Rent Housing Program, Section 8 Housing Choice Voucher Program and Public
Housing Capital Fund Program.

il



HOUSING AUTHORITY OF THE CITY CF RICHMOND
' Richmond, Indiana

MANAGEMENT DISCUSSION & ANALYSIS
JUNE 30, 2010
(Continued)

The Housing Authority auditors provided assurance in their independent auditors’
report, located immediately preceding the MD&A, that the basic financial statements
are fairly stated. The auditors provide varying degrees of assurance regarding the
other information included in this report. A user of this report should read the
independent auditors’ report carefully to determine the level of assurance provided
for each of the other parts of this report.

Reporting The Housing Authority’s Most Significant Funds

The Housing Authority’s financial statements provide detailed information about the
most significant funds. Some funds are required to be established by the Department
of Housing and Urban Development (HUD). However, the Housing Authority
establishes other funds to help it control and manage money for particular purposes,
or to show that it is meeting legal responsibilities for using grants and other money.

The Housing Authority’'s enterprise funds use the following accounting approach for
Proprietary funds. All of the Housing Authority’s services are reported in enterprise
funds. The focus of proprietary funds is on income measurement, which, together
with the maintenance of net assets, is an important financial indicator. The
statements evaluated include:

«  Statement of net Assets — reports the Authority’s current financial resources
{short term spendable resources) with capital assets and long-term debt
obligations.

. Statement of Revenues, Expenses, and Changés in Fund Net Assets reports
the Authority's operating and non-operating revenues, by major source along
with operating and non-operating expenses.

e«  Statement of Capital Assets — reports the Authority’s activities to improve
and/or expand its assets and reflects current renovatlon efforts and
accumulated depreciation.

* The following analysis of the entity wide financial statement is provided to assist the
reader of our financial statements.

The RHA maintains its books and records utilizing the accrual basis of accounting.
Accrual accounting recognizes revenues and expenses when earned regardless of
when cash is received or paid.

The following is a description of the programs and services that the authority provides
for the residents of the Richmond Housing Authorit_y:

i



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

MANAGEMENT DISCUSSION & ANALYSIS
JUNE 30, 2010

{(Continued)

Low Income Public Housing

The RHA owns approximately 304 units in four developments in the City of
Richmond. Merle Henderson contains 104 elderly/disabled units, Southview Heights -
has 50 family units, Jerry Geier Apartments has 50 family units and Bobby Smith
Apartments has 100 family units. The Authority is responsible for the management,
maintenance and utilities for all units and sites. On an annual basis, the Authority
submits a request for funding known as the Calculation of Operating Fund Subsidy.
The basic concept of the Calculation of Operating Subsidy is that the Authority has
an allowable Operating Expense Level, Allowable utilities Expenses Level and Audit
Costs that becomes the Authority’s Total Allowable Expenses. HUD will fund the
difference between the Total Allowable Expenses and the amount of rents that the
" Authority can charge their tenants based upon HUD eligibility calculation. The funds
are utilized to provide safe, affordable, clean housing to the residents of the City of
Richmond, Indiana.

Section 8 Housing Choice Voucher Program

This grant program provides Housing Assistance Payments to Landlords who
participate in the program. Qualifying tenants to the program have their income
analyzed utilizing HUD's guidelines and their rent are assessed accordingly. The
balance between the differences of the allowable rent amount set by HUD and the
tenant’s contribution is equal to the Housing Assistance Payment.

Capital Fund Program

This grant program is awarded by HUD on an annual basis. The purposes of this
grant is to maintain the physical improvements of the Authority’s sites and the
administrative management to ensure those improvements are completed in the most
effective and efficient manner. The Authority requisitions funds from HUD as the
Authority expends funds. : c

iv



HOUSING AUTHORITY OF THE CITY OF RICHMOND

Richmond, indiana

MANAGEMENT DISCUSSION & ANALYSIS

Authority-Wide Condensed Financial Statements

JUNE 30, 2010
{(Continued)

Statement of Net Assets

Current & Other Assets 2010 2009 Change
Cash & Cash Equi\_'/alents $1,827,716 $1,776,443 $51,273
Other Current Assets 194 154 . 88,391 105,763
Capital Assets (Net) 4,974,413 5,173,626 (199,213)
Total Assets $6,996,283 $7,038,460 (42 177)
Liabilities

Accounts Payable $89,381 $79,935 $9,446
Other Liabilities 172,922 170,851 2,071
Total Liabilities $262.303 $250,786 $11,517
Net Assets

Net Investment in Capital Assets 54,974,413 $5,173,626 $(199,213)
Unrestricted & Restricted ' 1,759,567 1,614,048 145,519
Total Net Assets $6.733,980 $6,787,674 $(53,694) |

Major Factors affecting the statement of Net Assets

Total Assets for FYE 2010 are $6,996,283 and at FYE 2009 the amount was
$7,038,460. This represents a decrease of $42,177 for which the major reason was

the large decrease in net capital assets for 2010 vs. 2009 of $199,213 which was
~ partially off-set by an increase in both cash and cash equivalents and other current
assets of $157,036.

Total liabilities increased by $11,517 with'the major impact due to the combined
~ increase of Accounts Payable and other Liability for 2010.

Net Assets decreased by $53,694 from 2009 to 2010 with the major reason being a
reduction in net investment in Capital Assets of $199,213 which was partially off-set
by an increase in unrestricted net assets of $145,519.



HOUSING AUTHORITY OF THE CITY OF RICHMOND

Richmond, indiana .

MANAGEMENT DISCUSSION & ANALYSIS

JUNE 30, 2010
(Continued)

Statement of Agency Wide Revenues, Expenses, and Net Assets

Statement of Revenues

Source 2010 2009 Change
Public Housing Rental $432.170 $431,647 $523
HUD Operating Subsidy 2,677,767 2,326,071 351,696
HUD Capital Fund 418,685 154,312 264,373
Other Income 135,019 462,087 (327,068)
Gain/loss on sale of Capital

Assets (1,228) 0 (1,228)
Total Revenues $3,662,413 $3,374,117 $288,296

| The combined effect of revenue sources for 2010 created an increase of $288, 296

vs. 2009. There were increases of $616,592 in all categories which more than oﬁ-setl
- the reduction in other income by $327,068.

Statement of Expénses

Activity 2010 2009 Change
Administrative $662,966 $626,463 $36,503
Tenant Services 15,743 20,351 ~ (4,608)
Utilities 244 317 258,861 (14,544)
Maintenance 580,940 606,361 (25,421)
HoU’si’ng Assistance Payment 1,174,028 1,121,235 52,793
Depreciation 1 643,571 619,302 24,269 |
General Expense 394,540 144 678 249,862
Extraordinary Maintenance 0 3135 (3,135)
Total Expenses $3,716,105 $3.400,386 $315,719

Total operating expense rose by $315,719 for 2010 vs. 2009. The major expense
increases were HAP payments by $52,793, administrative cost by $36,503, general

‘expense by $249,862 and depreciation by $24,269.

This deficit was minimally off-

set by decreases in Tenant Services, utilities and maintenance cost for a total of

$47,708

The combination of an increase in Total Revenue by $288,296 and an increase in |
Total Operating expense of $334,864 resulted in a net operating loss of $46,568.

vi



HOUSING AUTHORITY OF THE CITY OF RICHMOND

Richmond, Indiana

MANAGEMENT DISCUSSION & ANALYSIS

JUNE 30, 2010
(Continued)

Statement of Capital Assets

Source - 2010 2009 Change
Land $960,488 $960,488 $0
Buildings 12,391,642 12,393,428 {(1,886)
Equipment And Furniture 784,785 762,087 22,698
Leasehold Improvements 755,182 744,906 10,276
Construction in progress 1,026,421 623,838 402,583
Accumulated Depreciation (10,944 005) (10.311,121) (632,884)
Total Assets %&4.413 $5,173,626 ${199,213)

Net property and equipment value has decreased by $199,213 from 2009 to 2010.
The major negative impacts to capital asset were accumulated depreciation which
- increased by $632,884. This negative factor was reduced by increases in the value
of equipment and furniture, leasehold improvements and construction in progress

cumulative by $435,557.

Economic Factors

The Housing Authority is primarily dependent upon HUD for the funding of
operations, therefore, the Housing Authority is affected more by the Federal budget
than by local economic conditions. The capital budgets for the 2010 fiscal year have
already been submitted to HUD for approval and no major changes are expected.

Significant economic factors affecting the Authority are as follows:

»  Federal funding provided by Congress to the Department of Housing and

Urban Development.

. Local labor supply and demand, which can affect salary and wage rates.

. Local inflationary, recessionary and employment trends, which can affect
resident incomes and therefore the amount of rental.

. Income Inflationary pressure on utility rates, supplies and other costs.

vii
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HOUSING AUTHORITY QF THE CITY OF RICHMOND
Richmond, Indiana

STATEMENT OF NET ASSETS
JUNE 30, 2010

ASSETS
Current Agsets
Cash and cash equivalents 8 583,537
Restricted cash and cash equivalents ' ‘ 1,244,179
Accounts receivable, net 125,818
Prepaid expenses . 49,452
Inventory, net : : ' 18,884
Current Assets : E 2,021,870

Capital Assets

Land and other nondepreciable assets 1,986,909
Depreciable capital assets, net 2,987,504
Total Capital Assets . o 4,974,413
Total Assets : ' - : 6,996,283
LIABILITIRS
Current liabilities :
Accounts pavyable 89,381
Accrued liabilities ' _ 27,983

Payable from restricted cash and cash equivalents:

Tenants security deposits ’ 44,854
Deferred revenue ’ ‘ . 10,030
Total Current Liabilities ' ‘ 172,248
Noncurrent liabilities : 80,055
Total Liabilities ' ' ' 262,303
NET ASSETS
Invested in capital assets _ 4,974,413
Restricted : ' 1,131,400
Unrestricted 628,167
Total Net Assets ' 4 6,733,980

The accompanying notes are an integral part of these financial statements.



HOUSING AUTHCRITY OF THE CITY OF RICHMOND
Richmond, Indiana

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2010

OPERATING REVENUES

Rental income _ ‘ 5 432,170
Other income ' 40,443
TOTAL, OPERATING REVENUE ) : : ' ‘ ‘ 472,613

OPERATING EXPENSES

Administrative . - 643,821
Tenant services ‘ © 15,743

| Utilities o ' 244,317
Ordinary maintenance and operation } © 580,940
Protective services ' : } o . 39,253
General expense - : : i o 374,432
Housing Assistance Payments . 1{174,028
Depreciation expense _ , : - 643,571
TOTAL OPERATING EXPENSES _ ‘ - . 3,716,105
OPERATING INCOME (LOSS) - : L " (3,243,492)

NONOPERATING REVENUES . :
Federal operating grants 2,677,767

Gain'o;;loss on sale of capital assets _ ' {1,228)
Interest income : . . o ‘ .94’574
NET NONOPERATING REVENUES: ‘_ ' 2,771,115
CAPITAL CONTRIBUTIONS | : . . 418,685
CHANGE IN NET ASSETS _ | (55,692)
TOTAL NET ASSETS - BEGINNING CF YEAR ' | ; . 6,787,672
TOTAL, NET ASSETS - END OF YEAR : . $‘ 6,733,980

The accbmpanying notes are an integral part of these financial statements.
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2010

CASH FLOWS EFROM OPERATING ACTIVITIES

Receipts from tenants and cther deposits. S 375,622
.Payments to wvendors ' ‘ {1,188,442)
Payments to landlords _ (1,174,028)
Payments to employees i - (707,321}

Net Cash Used by Operating Activities (2,694,169)

CASH FLOWS FROM NONCAPITAL, FINANCING ACTIVITIES
Grants received 2,677,767
Net Cash From Noncapital Finanecing Activities 2,677,767

CASH FIOWS FROM CAPITAT, AND RELATED FINANCING ACTIVITIES

Capital grants received _ . 4l8,685
Acquisition and construction of capital assets ' (445,584)
Net Cash Flows Provided (Used)

by Capital and Related Financing Activities ' ‘ ' (26,899)

 CASH FILOWS FROM INVESTINC ACTIVITIES )
Interest received ' 94,574

Net Cash From Investing Activities : _ 94,574
Net Increase in Cash and Cash Equivalents . . 51,273
Cash - Beginning of year . _ ' 1,776,443
Cash - End of year : _ $ 1,827,716

Reconciliation of Deposits:

Cash and cash equivalents . ' - , 583,537
Restricted cash and cash equivalents 1,244,179

Total Deposits s 1,827,716

Céntinued



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

STATEMENT QF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2010

RECONCILIATION OF OPERATING (LOSS) TO
NET CASH USED BY OPERATING ACTIVITIES

Operating income (loss) I ‘ ' 8
Adjustments to reconcile net operat;ng loss to net cash
used by operating activities:

Depre01atlon
Changes in assets and liabilities:
(Increase) Decrease in:

Accounts receivable

Prepaid expenses

- Inventory
Increase (Decrease) in:

Accounts payable

Accrued liabilities

Deferred revenue

(3,243,452}

643,571

{96,991)
(887)
7, 885)

3,799
3,067
4,649

{(2,694,169)

Net Cash Used by Operating Activities _ _ S

The accompanying notes are an integral part of these financial statements.



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmend, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010

NOTE A - Summary of Significant Accounting Policies and Organization:

The financial statements of the HCUSING AUTHORITY OF THE CITY OF RICHMOND ("the
Authority") have been prepared in conformity with generally accepted accounting
principles (GRAP) as applied to government units. The Government Accounting
Standards Board ({(GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.

Reporting Entity :

The entity is a public corporation, legally separate, fiscally independent, and
governed by the Board of Commissicners. As reguired by generally accepted
accounting principles, these financial statements present the financial position and
results of operations of the Housing Authority of the City of Richmond, a primary
government. There are no component units to be included herewith, but this report
does include all programs which are controlled by the entity's governing body.

The financial statements of the Housing Autheority of the City of Richmond include
the following: ‘ .

Froject |  _Units

Authority owned : . 304
Houging Assistance Payments Program: '

Housing Choice Vouchers 273

Total - 577
Basis of Presentation -~ The accounting policies of the Authority conform to

generally accepted accounting principles (GRAP) promulgated by the Governmental
Accounting Standards Board (GASB) and the Financial Accounting Standards . Board
(FASB) - as applicable to special-purpose governments engaged in business-type
activities. Pursuant to the elsction option made available by GASB Statement No.
20, pronouncements of the Financial Accounting Standards Board {FASB) issued before
November 30, 1989, in accounting and reporting for its proprietary operations have
been applied, but has elected not to apply FASB pronouncements lssued after November
30, 1989,

Net Assets - Generally accepted accounting 'principles for state and local
governments requires .that resources be classified for accounting and reporting
purposes into the following three net asset categories:

Invested in Capital Assets, Net of Related Debt - Capital assets, net of accumulated
depreciation and outstanding principal balances of debt attributable to the
acquisition, construction or improvement of those assets. The Authority does not
have any debt. : . :

Restricted - Net assets whose use by the Authority is subject to externally imposed
stipulations that can be fulfilled by actions of the Authority pursuant to those
stipulations or that expire by the passage of time. Such assets include assets
restricted for capital acquisitions and debt service. The Authority has restricted
funds totaling $21,878 that represents excess HAD grant funding provided by the
Department of Housing & Urban Development for the sole purpose of providing
assistance payments to eligible individuals through the Housing Choice Voucher
Program. The requirements imposed by BRUD represent a legally enforceable
‘requirement upon this program.

Unrestricted - Net assets that are not subject to externally imposed stipulations.
Unrestricted net assets may be designated for specific purposes by action of
management or the Authority Board or may otherwise be limited by contractual
agreements with outside parties. :



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010
{Continued)

- NOTE A - Summary of Significant Accounting Policies: {Continued)

Accounting'Policies - The finanecial statements of the Authority have been prepared
in conformity with generally accepted accounting principles (GAAP) as applied to
government units. The Government Accounting Standards Board {(GASB) is the accepted

standard setting body for establlshlng governmental accounting and flnan01al
reporting principles.

Use of Enterprise Accountlng - The Authority presents its financial statements using
enterprise accounting, as allowed by governments. Although the Authority accounts
for its programs using accounts for its internal reporting, the ZAuthority is
considered to be a unified enterprise fund for reporting purposes. Accordingly, the
Authority uses the economic resources measurement focus and the related accrual .
basis of accounting. Under the economic rescurces measurement focus, the Authority
accounts for all assets and liabilities., Under the accrual basis of accounting
expenses are recorded when the goods and services are received, irrespective of when

paid for, and revenues are recorded as'earned,'irrespective of when cash is
received.

Budgets - Budgets are prepared on an annual basis for each major operating program
and are used as a management teocol throughout the accounting cycle. The capital fund
budgets are adopted on a "project length" basis. :

Budget compared to actual presentation is not presented because the Authority does
not annually adopt a legally authorized budget. The Authority's budgst is adopted
by, the Authority's board and approved by HUD. 'This budget does ncot represent a
legally binding zappropriated budget that has been signed into. law or a non-
appropriated budget authorized by constitution. The Authority's. budget represents
budgetary execution and management by its board and HUD; therefore, budgetary data
and presentation is not reguired.

Cash and Cash Equivalents - Deposits consist of checking accounts and Certificates
of . Deposit and are stated at fair value. Deposits are fully collateralized or
vested in securities of the United States Government and are identified spec1flcally
in the name of the Authority.

For the purposes of the Statement of Cash Flows, the Authority considers all highly
liquid cash deposits and cash equivalents with a maturity of three months or less
when purchased and non negotiable Certificates of Deposit to be cash equivalents.
There were no noncash investing, capital, and financing activities during the vear.

Tenant Receivables - Receivables for rentals and service charges are reported at net
of an allowance for doubtful accounts. The Autherity board takes monthly acticn as
required to write off specific uncollectible accounts receivable balances.

Prepaid - Prepaid represent payments made to vendors for services that will benefit
beyond June 30, 2010. .

Inventories — Inventories are valued at cost, which approximates market value. The
Authority uses the average cost method.

Capital assets - Caplital assets purchased are recorded on the Statement of Net
Aggets at the time of purchase. Such assets are recorded at cost. The
capitalization policy of the Authority requires assets to be capitalized when their
cost is §1,000 or more. Donated assets are recorded at fair market value at the date
+of donation. Because developments and major capital repairs or improvements are
financed through cash advances from HUD, there are no capltallzed interest costs in
current programs.




NOTE A -

NOTE B -

HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAIL, STATEMENTS
JUNE 30, 2010
(Continued)

Summary of Significant Accounting Policies: (Centinued)

Depreciation of capital assets lg compuﬁed by the straight-line method based upon
the estimated useful lives of the assets as follows:

Class ' , o ‘ Life
Buildings and Improvements ‘ 10-40 vyears
Furniture, Bquipment and Machinery ' ‘ 5 years

Compensated Absences ~ Compensated absences are those absences for which employees
will be paid, such as vacation and sick leave. A liability for compensated absences
that is attributable to services already rendered and that are not coentingent on a
specific event that is outside the control of the Authority and its employees, is
accrued as employees earn the rights to the benefits. Compensated absences that
relate to future Services or that are contingent on a specific event that is ocutside
the control of the Authority and its employees are accounted for in the periocd in
which such services are rendered or in which such events take place.

Operating Revenues and Expenses - Operating revenues and expenses generally result

from providing and producing goods and/or services in connection with providing low.
income housing programs. .Operating expenses include the cost of sales and services,

administrative expenses and depreciation on capital assets. All revenues and

expenses not meeting this definition are reported as non coperating revenues and
expenses.

Restricted Assets - When both restricted and unrestricted resources are available
for use, it is the Authority's policy to use unrestricted resources first, and then
restricted resources as they are needed.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
maﬁagement tc make estimates and assumptions that affect the reported amounts of
assets and llabilities and disclosure of contingent liabilities at the date of the
financial statements and reported amcunts of revenues and expenses during the
reperting period. Actual results could differ from those estimates.

Leasing Activities (as Léssor) - The Authority is the lessor .of dwelling units
primarily to low-income residents. The rents under the leases are determined
generally by the resident's income as adjusted for eligible deductions regulated by
HUD, although the resident may opt for a flat rent. Leases may be cancelled by the
lessee at any time. The Buthority may cancel the lease ocnly for cause. :

Deposits, Cash and Cash Equivalents:

1. HUD Deposzit Restrictions

HUD requires Authorities to invest excess EUD pregram funds in obligations of the
United States, certificates of deposit or any other federally insured instruments.

HUD alsc requires that depesits of HUD program funds be fully insured or
collateralized at all times. Acceptable security includes FDIC/FSLIC insurance and
the market value of securities purchased and pledged to the political subdivision.
Pursuant to HUD restrictions, obligations of the United States are allowed as
security for deposits. Obligations furnished as security must be held by the
Authority -or with an unaffiliated bank or trust company for the account of the
Authority. :



HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010
{Continued)

NOTE B - Deposits, Cash and Cash Equivalents: (Continued)

2,

A,

Risk .Disclosures

Interest Rate Risk: As a means of limiting its exposure to fair value losses

arising from rising interest rates, the Authority’s investment policy limits
the Authority’s investment portfolio to maturities not to exceed two years at
time of purchase.

At year end, all the Authority’ s deposits and investments were -edlther
available on demand or have maturities of less than two years.

'Credit Risk: This is a risk that a security or a portfolio will lose some or

all of its wvalue due to a real or perceived change in the ability of the

issuer to repay its debt. The Authority & investment policy is that none of

its total portfolic may be invested in securities of any single 1ssuer, other
than the US Government, its agencies and instrumentalities.

Concentrations of Risk: The Authority has no policies limiting concentrations

of risk.

The carrying amounts of the Authority’s cash deposits were $1,827,716 at June 30,

2010.
total

Bank balances before reconciling items were $1,863,752 at that date, the
amount of which was collateralized or insured with sSecurities held by an

unaffiliated banking institution in the Authority’ § name except as noted above.
Deposits consist of the following: '

Deposits in Bank - ' & 136,509

Certificates of Deposit . ' 1,691,207
Total $ 1,827,716

NOTE C - Accournits Receivable:

NOTE D -

Accounts recelivable at June 30; 2010,'consist of the following:

Tenant accounts receivable, net of allowance for )
doubtful accounts of $22,566 - ‘ S 7,521

Fraud recovery, net of allowance of $37,789 - 12,597
Miscellaneous accounts receivabkle ’ - 344
HUD | | | 104,124
Accrued Interest Receivable 1,232
" Total $ 125,818

Prepaid Expenses:

Prepaid expenses at June 30, 2010, consist of the following:

Prepaid insurance : 5 49,452



; HOUSING AUTHORITY OF THEE CITY OF RICHMOND
‘ Richmond, Indiana .

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010
(Continued)

NOTE E = Inventory:

NOTE F -

Inventory at June 30, 2010, ccnsist of the following:

Materials and supplies, 5 18,884
Materials inventories are recorded at cost. The FIFO inventory flow assumpticn is
used to determine expenditures, Expenditures are recorded when inventory is
consumed. :

Capital Assets:

A summary in changes in capital assets is as follows:

Beginning ‘ Ending
Balance ‘ Balance
6/30/09 Increases . Decreases 6/30/10
Capital assets, not
being depreciated: -
Land 5 960,488 5 0 5 o 5 960, 488
Construction in _ . :
Progress 623,838 402,583 -0 1,026,421
Total Capital Assets,
not being depreciated 1,584,326 402,583 0 1,986,909
Capital Assets, being
depreciated:
Buildings & : : : '
Improvements 13,138,334 8,390 0 13,146,724
Furniture, eguipment
& Machinery 762,087 22,698 0 784,785
Total Capital Assets, . )
being depreciated 13,900,421 31,088 0 13,931,509
Capital Assets, being
depreciated:
Buildings and ‘ ‘
Improvements - { 9,684,848) (601,144) 0 (10,285,992)
Furniture, equipment .
& Machinery { 626,273) { 31,7403 G { 658,013}
Less Accumulated _
Depreciation: (10,311,3121) (632,884) 0 (10,244,005}
Total Capital Assets, :
being depreciated, net 3,589,300 (601, 796) 0 2,987,504
Capital Assets, Net $ 5,173,626 § (199,213} 5 0 $ 4,974,413

Major construction renovation through the Capital Fund Grant Program costs of
51,550,084 that has yet to be expended under the current programs. HUD has approved
funding for the above amocunt. '

Depreciation expense of $643,571 was incurred during the year.
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. NOTE

NOTE

. NOTE

NOTE

NOTE

HOUSING AUTHORITY OF THE CITY OF RICHMOND
Rlchmond Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2010
(Continued)

Accounts Payable:

Accounts Payable at June 30, 2010, consists of the following:

Accounts Payables : o | $ 89,381

Accrued Liabilities:

Accrued liabilities at June 30, 2010, consist of the following:

Accrued compensated absences , : 5 16,665
Payroll Withheldings : . : 11,318
Total ' o S 27,983

Deferred Revenue:

Deferred revenue at June 30, 2010, consists of the fdllowing:

Deferred revenue : ' 5 10,030

Noncurrent liabilities:

Noncurrent liabilities at June 30, 2010, consist of the following:

‘ 06/30/09 Additions Daletions 06/30/10
Home Buyer Reserves 8 91,353 g 0 5 1,298 5 00,0565

Commitments and Conﬁingencies:

Litigatien - At June 30, 2010, the Avthority was not involved in any threatened
litigation. :

Examinations -~ The Authority is subject to possible examinations made by federal and
state authorities who determine compliance with terms, conditions, laws, and
regulations governing cther grants given to the Authority in the current and prior
years. HUD has performed a management review during the year ended -June 30, 2010.

Grant Disallowances - Amounts received or receivable from HUD are subject to audit
and adjustment by HUD. Any disallowed claims, including amounts already collected,
would constitute a liability of the Authority. The amounts, if any, of expenses
which may be disallowed by the grantor cannct ke determined at this time although
the Authority expects such amounts, if any, te bs ilmmaterial.

Construction Projects - There are certain major construction projects in progress at
June 30, 2010. These include modernizing rental units at the project sites. These
projects are being funded by HUD. Funds are requested pericdically as the cost is
incurred. These costs will be paid by grants committed to the Authority by HUD.

The Authority had outstanding ‘construction commitments of $654,735 pertalnlng te its
Capltal Tund Program.

11



NOTE L -

NOTE M -

NOTE N -

NOTE O -

NOTE P -

HOUSING AUTHORITY OF THEE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCTIAL STATEMENTS
~ JUNE 30, 2010
{(Continued)

Risk Management:

The Authority is exposed to various risks of losses related to torts; theft of,
damage to and destruction of assets; errors and omissions; injuries to -employees;
and natural disasters. The "Authority carries commercial insurance coverage for

‘these risks to the extent deemed prudent by Authority management, which includes

public officials, workman’s compensation, property, and auto insurance. Settled
claims have not exceeded this commercial coverage in any of the past 3 years,

The Authority participates in public entity risk pools (Housing Authorities Risk
Retentiecn Group) for general liability, and Directors’ and Qfficers’ liability and
workman’s compensation. Settled claims resulting from these risks have not exceeded
risk pool coverage in any of the past three fiscal years. Rights and
responsibilities of the Authority and the pool are contained within the pool
agreement. and the scope of coverage documents. :

Federal Opeiating Grants:

HUD contributed operating subsidies approved in the operating budgets under the
Annual Contributicns Contracts. These subsidy contribution for the operating year
ended June 30, 2010 were as follows: '

Low Income Public Housing $ 1,072,238
Capital Furnd Program ' : 6,747
Eeusing Cholce Vouchers ’ 1,281,700
Homeless Prevention & Rapid Re-Housing ‘ 317,082
Total - ' $ 2,677,767

Capital Contributions:

The Authority recelves capital grants from HUD for capital fund program
improvements. Capital contributions for the fiscal year ended June 30, 2010 were
5418, 685, ‘ ‘ :

Economic Dependency:

The Authority recelives approximately 79% of 1its revenues from HUD. If the amocunt of
revenues received from HUD falls below critical levels, the Authority's cperations
could be adversely affected.

Conduit Type Dabt: .

Debt related to the original acquisition and early modernization of the public
housing developments is funded, guaranteed and serviced by HUD. There is no debt or
pledge of faith and credit on the part of the Authority. Accordingly, this debt has
not been recorded in the firancial statements of the Authority.

HUD no longer provides the Authority with debt service information since the
Authority has no obligation for the debt.
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TC FINANCIAL STATEMENTS
JUNE 30, 2010
{Continued)

NOTE Q@ - Pension Plan:
The Hcousing Authority provides pensicon benefits for all of its full-time employees .
through a defined contribution plan (IRA-SEP plan). In a defined contribution plan,
benefits depend sclely on amounts contributed to the plén plus investment earnings.
Employees are aligible to particlpate six months after the date of emplioyment. The
plan requires the Housing BAuthority tec contribute 14.5% of covered wages. The
Housing Authority’s contributicns for sach employes are vested immediately. In
fiscal year 2010, the Housing Authority contributed $86,409. In fiscal year 2009,

the Housing Autheority contributed $82,411. In fiscal year 2008, the Housing
Authority contributed $80, 253,

Basis of Accounting - The financial statements are prepared using the accrual basis
of acccounting. Plan member contributicns are recognized in the period in which the
contributions are due. Employer contributions are recognized when due and the
employer has made a formal commitment to provide the contributions. Benefits and

refunds are recognized when due and payakle in accordance with the terms of the
plan. '

Valuation of Investments - Investments are reported at fair value. Short-term
investments are reported at cost, which approximates fair value. Securities traded
on' a naticnal or interpational exchange are valued at the last reported sales price
at current exchange rates. Mortgages are valued on the basis of Future principal
and.interest payments, and are discounted at prevalling interest rates for similar
" instruments. The fair value of rezal estate investments is based on independent

appraisals. Investments that do not havé an established market are reported at
estimated falr value. :
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HOUSING AUTHORITY OF 'THE CITY OF RICHMOND

Richmond, Indiana

COMBINING SCHEDULE OF PROGRAM NET ASSKTS

ABSETS
Current Assets
Cash and cash equivalents

Restricted cash and cash equivalants

Accounts receivable, net
Prepaid expenses
Interfund

Inventory, net

' Total Current Assets

Capital Assats

Land and other nondepreciable assets
Depreciable capital assets, net

Total Capital Assets
Total Assets

LIABIT.ITIES
Current liabijitiesg
Accounts payable
Accrued liabilities
Interfund
Payable from restricted cash
and cash equivalents:
Tenants security deposits
Deferred revenue '

Total Current ILiabilities

Noncurrent liabilities
Total Liabilities

NET ASSETS

Invested in capital assets
Restricted

Unrestricted

Total Net Assets

JUNE 30, 2010

Annual Contributions Contracts

C-853 C-853 INOO9
Low ’
Income Capital
Public Fund Section 8
Housing Programs Vouchers
547,064 0 0
1,154,124 0 0]
41,265 75,877 8,305
47,574 C 1,230
306,729 0 0
18,884 0 0
2,118,640 75,877 9,535
1,543,947 0
2,823,842 496
4,367,789 496
6,486,429 75,877 10,031
22,859 65,706 816
24,724 57 2,724
0 10,114 64,306
44,854 0 0
10,030 0 0
102,467 75,877 67,846
o 0 0
102,467 75,877 67,846
4,367,789 0 496
1,109,522 0 21,878
206, 651 0 (80,189)
6,383,962 0 : {57,815)
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Homeless

Prevention Busineés Interfund
‘ Program Activities Elimination Total
8 28,442 $ 8,031 & 0 8 583,537
0 90, 055 0 1,244,179
283 88 .0 125,818
0 648 0 49,452
0 0 (309,729} ' 0
0 0 .0 18,884
28,725 98,822 (309,729) 2,021,870
0 142,962 ' 1,986,900
3,244 155,922 2,987,504
3,244 © 602,884 0 4,974,413
31,969 701,706 (309,729) 6,996,283
0 0 0 89,381
478 0 0 . 27,983
0 235,309 (309,729) 0
0 0 0 44,854
0 0 0 ' 10, 030
478 235,300 . (309,729) ‘ 172,248
0 90,055 0 90,055
478 . 325,364 (309,729) © 262,303
3,244 602,884 0 4,974,413
' o 0 0 1,131,400
28,247 (226,542) 0 628,167
$ 31,491 $ 376,342 S 0 3 6,733,980




HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

COMBTINING SCHEDULE QOF PROGRAM REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2010

OPERATING REVENUES
Rental income
Other income
TOTAL OPERATING'REVENUE

CPERATING EXPENSES
Administrative
- Tenant services
Utilities )
Ordinary maintenance and opsration
Protective serﬁices
General expense
Housing Assistance Payments
Depreciation expense
TOTAL OPERATING EXPENSES

OPERATING INCOME (LOSS)
NONOPERATING REVENUES
‘Federal operating grants
Gain or loss on sale of capital assets
Interest income
NET NONOPERATING REVENUES
CAPITAL CONTRIBUTIONS

CHANGE IN NET ASSETS

TCTAL NET ASSETS - BEGINNING
OF YEAR, as originally stated

Equity transfers

TOTAL NET ASSETS - BEGINNING OF YEAR
as restated

TOTAL NET ASSETS - END OF YEAR

Annual Contributions Contracts

C-853 C-853 INOO9
Low
Income Capital
Public Fund Section 8
Housing Programs Vouchers
420,122 & .0 8 0
11,358 29,087
431,478 0 29,087
472,523 6,747 113,025
15,743 0 4]
243,780 ] 537
579,089 ¢ 1,457
39,253 0 .0
111,109 0 27,755
o 0 1,174,028
635,217 0 206
2,086,714 6,747 1,317,008
(1,665,236) (6,747) (1,287,921)
892,546 186,439 1,281,700
{(1,226) 0 0
92,823 0 0
984,143 186,439 1,281,700
0 418, 685 0
(681,093) 598,377 {6,221)
6,466,678 0 (51,594)
598,377 (598,377) : 0.
7,065,055 (598,377) {51,594}
6,383,962 $ 0 s (57,815)
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 Homeless

Prevention  Business ‘

Program Activities Total
o5 12,048 & 432,170
0 0 ' 40,443
12,048 472,613
50,244 1,282 643,821
0 S I 15,743
0 0 244,317
0 394 580,940
0 0 39,253
234,921 ‘ 647 © 374,432
0 o 0 1,174,028
483 7,665 643,571
285,648 9,988 3,716,105
(285, 648) 2,060  (3,243,492)
317,082 ' 0 2,677,167
0 0 {1,226)
57 1,694 94,574
317,139 - 1,694 2,771,115
0 0 418, 685
31,491 3,754 (53,692)
0 372,588 6,787,672
! 0 0
0 372,588 6,787,672

31,491 $ ~ 376,342 § 6,733,980




HUUG LG AULTHURKLYEY O THE CLLY OF RILCHMOND
Richmond, Indiana

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FR THE YEAR ENDED JUNE 30, 2010

ANNUAL PROGRAM

CONTRIBUTION © AND ‘ CFDA
CONTRACT ' ASSISTANCE TYPE NUMBER AWARD EXPENDITURES

U. S. DEPARTMENT OF HUD

C-853 Home 14.257 5 317,082 -3 317,082

C-853 Public & Indiana Housing 14.850a 892,546 892,546
INOCSVO Housiné Choice Voucher Program 14.871 1,281,700 1,281,700
C-853 N Capital Fund Program - 14.872 1,538,709 264,900
C-853 American Reinvestment &

"Recovery Act 14.885 643,318 340,224
TOTAL U.S. DEPARTMENT OF.HUD : 7§ 4,679,355 3 3,096,452

Notes to Schedule of Expenditures of FPederal Awards:

Note 1 The Schedule of Expenditures of Federal Awards is presented on the accrual
basis of accounting as described in Note A.
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Jean Sickels
Certified Public Accountant

8518 S Kays Chapel Rd
Fredericksburg, Indiana 47120

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE 'WITH GOVERNMENT AUDITING STANDARDS

Board of Commissiocners

Housing Authority of the City of Richmond
58 Scuth Fifteenth Street

Richmond, IN 47374

I have audited the financial statements of the Housing Authorlty of the City of Richmond, as
of and for the year ended June 30, 2010, and have issued my report therecn dated January 21,
2011, which included a disclaimer of opinion on Management's Discussion and Analysis. I
conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contaired in Government
Auditing Standards, issued by the Comptroller General of the United-States.

Internal Control Over Financial Reporting

In planning and perfeorming my audit, I considered the Housing Authority of the City of
Richmond’s internal control over financial reporting as a basis for designing my auditing
procedures for the purpose of expressing my opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Housing Authority of the
City of Richmond’s internal control over financial reporting. Accordingly, I do not exXpress
an opinion on the effectiveness of the Housing Authority of the City of Richmond’s internal
control over financial reporting.

A deficiency in internal contrel exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functioens,
to prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal contrel such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected on a timely basis.

My consideration of internal- contrel over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies,
significant deficiencies or material weaknesses. I did not identify any deficiencies in
internal control over financial reporting that I consider to be material weaknesses, as
defined above. However, I identified certain deficiencies in internal control over financial
‘reporting, described in the accompanying schedule of findings and gquestioned costs that I
consider to be significant deficiencies in internal control over financial reporting. The
finding reference number 3is 2010-01. A significant deficiency is a deficiency, or- a
combination of deficiencies, in internal contreol that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Compliance and Other Matters . :

As part of cbtainling reasonable assurance about whether the Housing Authority of the City of
Richmond’s financial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements,
nencompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, I do not express such an
opinicn. The results of my tests disclosed instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards and which are described in
the accompanying Schedule of Findings and Questioned Costs as item 2010-01.
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- We noted certain matters that we reported to management of Housing Authority of the City of
Richmond in a separate letter dated January 21, 2011.

The Housing Authority of the City of Richmond’s response to the finding identified in my
audit is described in the accompanying Schedule of Findings and Questicned Costs. I did not
audit the Housing Authority of the City cof Richmond’s response and, accordingly, I express
no opinion on it.

This zreport is intended sclely for the information and use of the Buthority's management,

the U.S. Department of HUD, and is not intended tq“%eF,nd should net be used by anyone other’
* than these specified parties. i : .

Fredericksburg, Indiana
January 21, 2013
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Jean Sickels
Certified Public Accountant

8518 S Kays Chapel R4
Fredericksburg, Indiana 47120

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERTAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

INDEPENDENT AUDITOR’S REPORT

Board of Commissiocners

Heousing Authority of the City of Richmond
58 South Fifteenth Street

Richmond, IN 47374

Compliance
I have audited the compliance of the Housing Authority of the City of Richmond with the

types of compliance requirements described in the OMB Circular A-133 Compliance Supplement
that could have a direct and material on each of the Housing Authority of the City.of
Richmond’s major federal programs for the year ended June 30, 2010. The Housing Authority
of the City of Richmond's major federal programs are identified in the summary cof auditor's
results section of the aCccompanying Schedule of Findings and Questioned Costs. Compliance

with the requirements of laws, regulations, contracts, and grants applicable to each of its -

major federal programs is the responsibility of the Housing Authority of the City of
Richmond's management. My responsibility is to express an opinion on the Housing Authority
of the City of Richmond's compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted
in the United States of Bmerica; the standards applicable to financial audits contained in
Government Auditing Standards -issued by the Comptroller General of the United States; and
OMB Circular BA-133, Audits of States, Local Governments, and Non-Profit Crganizations.
Those standards and OMB Circular A-133 require that I plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material offect on a major federal program
occurred. An  audit includes examining, on a test basis, evidence about the Housing
Authority of the City of Richmond's compliance with those regquirements and performing such
other procedures as I considered necessary in the circumstances. I believe that my audit
provides a reasonable basis for my opinion. My audit does not provide a 6 legal determination
on the Housing Authority of the City of Richmond's compliance with those requirements.

In my opinion, the Housing Authority of the City of Richmond complied, in all material
respects, with the compliance requirements referred to above could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2010.

Internal Ceontrol Over Compliance

Management of the Housing Authority of the City of Richmond is responsible for establishing
and maintaining effective internal control over compliance with requirements of laws,
regulatiens, contracts and grants applicable to federal programs. In planning and
Pperforming my audit, I considered the Housing Authority of the City of Richmond's internal
control over compliance with the requirements that could have a direct and material effect
on a major federal program to determine the auditing procedures for <the purpose of
expressing my opirion on compliance and to test and report on internal control over
compliance in accordance with OMB Circular 2-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, I do not
express an opinion on the effectiveness of the Housing Authority of the City of Richmend’s
internal control over compliance. '
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Internal Control Over Compliance {Continued)

A deficiency in internal control cver compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a-
type of compliance reguirement of a federal program on a timely basis. A material weakness
in internal ceontrol over compliance is a deficiency, or-a combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis.

My consideration of internal control over compliance was for the limited purpose described
in- the first paragraph of -this section and was not designed to identify all deficiencies in
internal control cover compliance that might be deficiencies, significant deficlencies, ox
material weaknesses. I did not identify any deficilencies in internal control over compliance
that I consider to be material weaknesses, as defined above.

This report is intended sclely fer the information and use of the Authority's management,
the U.S. Department of HUD, and is not intended to be and sheould not be used by anycne other
than these specified parties.

. Certified Public Accountant
FTredericksburyg, Indiana :

January 21, 2010
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
' Richmond, Indiana

June 30, 2010

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SECTION I - SUMMARY OF AUDITORS RESULTS

FINANCIAT, STATEMENTS

Type of auditors' report issued: _ _ Ungqualified
Internal control over financial reporting:
~ Material weakness(es) identified? ves X no
~ Significant deficiencies identified that are
not considered to be material weaknesses? : X yes none reported

Noncompllance material to flnanc1al statements .
noted? X vyes -no

FEDERAT, AWARDS

Internal control over major programs:

~ Material weakness({es) identified? ’ yes: X no
~ Significant deficiencies identified that are _
not considered to be material weaknass(es)? ves X none reported

Type of auditors’ report ilssued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with section 510( )
of Circular A-133? yes X no

Identification of major programs:

CFDA Number Name of Federal Program

14.237 . Home - Community Development Block Grant
14.871 Housing Choice Voucher Program

14.872 Capital Funds

14.885 - Capital Fund Stimulus Program

Doliar threshold used to distinguish
between type A and type B programs: 5 300,000

Auditee qualified as low-risk auditee? yes X no
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

June 30, 2010

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

PRIOR AUDIT FINDINGS

2009-01 HOUSING CHOTCE VOUCHER-NEGATIVE EQUITY

PRICR
CONDITION: ' HUD provides the Housing Authority with subsidy for
oo administrative fees, and Housing Assistance Payments. At the
‘end of the fiscal year the administrative equity of the
Housing Authority was a deficit balance of $52,296. Under
HUD requirement each Housing authority is to administer the
program within the budget (subsidy} provided. When the
administrative expenses exceed available funds, restricted
HAP equity is used. This use of restricted funds 1i1s not

allowed.

CURRENT ‘

CONDITION: The Housing Cholce Voucher program still has - negative
equity. ‘ :
This finding continues as 2010-01.

2009-02 - ' HOUSING CHOICE VOUCHER-~-PARTICIPANTS ELIGIBILITY

PRIOR _ A _

CONDITION: HUD regulations require that all participant files contain

. adequate documentation to support - a participant’s
eligibility "and the accurate calculation wof Housing
Assistance payments (HAP). During the test of participant
eligibility (27 files examined) eleven instances  of
incomplete documentation or incorrect calculations of
housing ‘assistance were noted.

CURRENT

CONDITION: - This finding is cleared.
See Management Letter.

CURRENT AUDIT FINDINGS
SECTION II - FINANCIAL STATEMENT FINDINGS
2010-01 | CURRENT .

CONDITION: HOUSING CHOICE VOUCHER-NEGATIVE EQUITY:
HUD provides‘ the Housing Authority with subsidy for
administrative fees, and Housing Assistance Payments. AL the
"end c¢f the fiscal year the administrative equlty of the
Hou51ng Autheority was a deficit balance.

CEFDA¥: 14.871
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2010-01

HOUSING AUTHCRITY CF THE CITY OF RICHMOND

Richmond, Indiana

June 30, 2010

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

CRITERIA:

CAUSE/EFFECT:

~ RECOMMENDATION: .

REPLY:

CURRENT AUDIT FINDINGS
{Continued) |

HOUSING CHOICE VOUCHER-NEGATIVE EQUITY: (Continued)

Under HUD requirement each Housing autheority is to administer
the program within the budget (subsidy) provided. When the
administrative expenses exceed available funds, restricted
HAP eguity is used. This use of restricted funds is not
allowed.

The Housing Authority is not monitoring expenditures and is
using restricted funds for unallowed purposes.

The Housing Avthority must monitor funds available and

" operate within the budgetary constraints.

We are Qorking'with the HUD office to allocate funds to
cover the.shortfall. We are now budgeting so that we will
not be in an overspent positicn in the future.

SECTION III -~ FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There are no federal award findings.
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FINDING

2008-01
2008-02

HOUSING AUTHCRITY OF THE CITY OF RICHMOND
Richmond, Indiana

June 30, 2010

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

CONDITION . ' STATUS
Housing Cholce Voucher-Negative Equity Continues

Housing Cholce Voucher-Participants Eligibility Cleared
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Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd.
Fredericksburg, IN 47120

Telephone No. (812) 472-3527
Facsimile No. (812) 472-3649
Mobile No. (404) 307-5903

January 21, 2011

Board of Commissioners

Housing Authority of the City of Richmond
58 South Fifteenth Street

Richmond, IN 47374

In planning and performing my audit of the financial statements of the Housing Authority of
the City of Richmond as of and for the year ended June 30, 2010, I considered the Buthority's
internal control in order to determine my auditing procedures for the purpose of expressing
an opinion on the financial statements and not to provide assurance on internal control.

‘However, during my audit, I became aware of matters that are oppertunities for strengthening
internal controls and operating efficiency. This letter does not affect my report dated
January 21, 2011 on the financial statements of the Authority.

I will review the status of the comments during my next audit engagement. I have already
discussed the comments and suggestions with Authority personnel, and will be pleased to
discuss the comments in further detail at your cenvenience, to perform any additicnal study
of the matter, or to assist you in implementing the recommendation. My comments are
summarized ‘as follows:

1. CONDITION: COLLATERALIZATION
The Authority does not have proof of collateralization.

RECOMMENDATION:

The Authority should have an internal control procedure in place to monitor
collateralization on a monthly or gquarterly basis. :

2. CONDITION: SECTION 8 CLIENT FILES
In the review of 25 client files the following were noted:
1) One lead based paint notice is missing
2) One 214 immigration status form is missing

RECOMMENDATION:

The Authority should review all their client files and ensure that all required
documentation is in place.

3. CONDITION: SEMAP CERTIFICATION
The Authority was not able to provide worksheets that support the indicators submitted.

RECOMMENDATION :

The Authority should seek training and follew the regulations in 24 CFR. Documentation
for each indicator should be filed and available for audit.

4. CONDITION: TENANT ACCOUNTS RECEIVABLE BALANCES {TAR)
The TAR Balances do not agree tec the general ledger.

RECOMMENDATION :
The Authority should reconcile the balances. Then Internal Control Procedurss should be
put into place to ensure that the balances stay accurate.



I wish to thank the Executive Directer and the staff of the Authority for their support and
assistance during my audit. '

This report is intended solely for the informaticn and use of the Authority's management, the
U.S. Department of HUD, and is not intended to be and should not be used by anyone other than
these specified parties.

Sincerely,

Jean Sickels ‘
Certified Public Accountant .





